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OATH OR AFFIRMATION

, swear (or affirm) that, to the

best of my knowledge and belief the accompanymg financial statements and supporting schedules pertaining to the firm of

, as of

. 20 , are true and correct. | further swear (or affirm) that neither the-company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of a

customer, except as follows:

SEE ATTACHED AFFIRMATION.
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Notary Public
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Facing page.

Statement of Financial Condition.

Statement of Operations.

Statement of Cash Flows.

Statement of Changes in Member's Equity.

Statement of Changes in Liabilities Subordinated to Claims or Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

A Reconcifiation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A or Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

An QOath or Affirmation.

A copy of the SIPC Supplemental Report.

Independent Auditors’ Supplementary Report on Intemnal Control.

Schedule of Segregation Requirements and Funds in Segregation for Customers Trading on U.S. Commodity Exchanges.
Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures and Options Customers Pursuant to
Commission Regulation 30.7.

**For conditions of confidential treatment of certain portions of this filing. see section 240.17a-5(e)(3).
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STATEMENT OF FINANCIAL CONDITION
Carmichael Securities Company, LL.C
December 31, 2001




AFFIRMATION

I, Ralph W. Carmichael, affirm that, to the best of my knowledge and belief, the accompanying
statement of financial condition pertaining to Carmichael Securities Company L.L.C. as of
December 31, 2001, is true and correct. I further affirm that neither the Company nor any officer
or director has any proprietary interest in any account classified solely as that of a customer.

2RI,

R\é'lph W Carmichael
Managing Director

Sworn to before me this
25th day of February 2001

Doee A

Notary Public

NOREEN WALSH
Notary Public, State Of New York
No. 01WAB0530086
Qualified In Queens County
Commission Expires January 2, 2003
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i” ERNST& YOUNG & Ernst & Young LLP & Phone: (212) 773-3_-000

787 Seventh Avenue www.ey.com
New York, New York 10019

Report of Independent Auditors

To the Member of Carmichael Securities Company, LLC

We have audited the accompanying statement of financial condition of Carmichael
Securities Company, LLC (the “Company”) as of December 31, 2001. This statement
of financial condition is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this statement of financial condition based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the statement of financial condition. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the statement of financial
condition. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in
all material respects, the financial position of Carmichael Securities Company, LLC at

December 31, 2001, in conformity with accounting principles generally accepted in the
United States.

St ¥ LLP
W - (LLr
February 25, 2002

Ernst & Young LLP is a member of Emnst & Young International, Ltd. 1




Carmichael Securities Company, LLC
Statement of Financial Condition

December 31, 2001

Assets

Cash

Securities owned
Interest receivable
Rent deposit
Total assets

Member’s equity
Total member’s equity

See notes to Statement of Financial Condition.

$ 22,689
3,300

26
25,568

$ 51,583

$ 51,583




Carmichael Securities Company, LLC
Notes to Statement of Financial Condition

December 31, 2001

Organization and Basis of Presentation

Carmichael Securities Company, LLC (the “Company”) is a limited liability company
formed under the laws of the State of Delaware. Ralph W. Carmichael is the sole member
and the managing director of the Company. The Company is registered with the
Securities and Exchange Commission (“SEC™) as a broker-dealer in securities pursuant to
Section 15(b) under the Securities Exchange Act of 1934. The Company is a licensed
broker-dealer in the states of California, Arizona, Connecticut, New York, Massachusetts
and Virginia and is a member of the National Association of Securities Dealers, Inc.

The principal business activity of the Company is to provide investment banking and
corporate finance services to domestic and international companies and to act as
placement agent in the private placement of corporate securities in offerings exempt from
registration under the Securities Act of 1933, as amended (the “Act”). Placements of such
securities will only be offered to accredited investors in accordance with the rules and the
provision of Regulation D of the Act. The Company neither executes trades nor holds
cash or securities on behalf of customers. The Company is therefore exempt from the
requirements of the SEC’s Rule 15c3-3 pertaining to the possession or control of
customer-owned assets and cash reserve requirements pursuant to Paragraph (k)(2)(i) of
this Rule.

The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
at the date of the Statement of financial condition, the reported amounts of revenues and
expenses during the reporting period and the disclosure of contingent assets and
liabilities. Actual results could differ from those estimates.

2. Significant Accounting Policies
Securities Owned

Securities transactions and related revenues and expenses are recorded on a trade date
basis.




Carmichael Securities Company, LLC

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)

Income Taxes

The Company is a single member limited liability company and is thus a disregarded
entity under Federal treasury regulations. As such, no provision for federal, state and
local income taxes is required as its member is responsible for reporting income or loss,
based on its share of the Company’s income or expenses, under applicable income tax
jurisdictions.

Cash
Cash is on deposit with a major money center bank.

3. Securities Owned

Securities owned represent shareholdings in the NASDAQ Stock Market Inc. and are
recorded at fair value as determined by management. There are substantial restrictions on
the transfer of these shares.

4. Related Party Transactions

Carmichael & Company LLC (“CCL”) is an affiliate, wholly owned by Ralph W.
Carmichael. The Company subleases office space from CCL at no cost to the Company
and all expenses of the Company are paid by CCL.

5. Net Capital Requirements

The Company is subject to the Uniform Net Capital requirements of the Securities and
Exchange Commission (the “Commission”) under Rule 15¢3-1. The Commission
requirements also provide that equity capital may not be withdrawn or cash dividends
paid if certain minimum net capital requirements are not met. At December 31, 2001, the
Company had net capital of $22,715, which was $17,715 in excess of the amount
required to be maintained at that date.




